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INTERROGATORIES OF DOUGLAS F. CARLSON 845

DFC/USPS-T40-1. Please refer to your testimony at page 12, lines 2-6. Please
assume that a customer wishes to obtain proof of delivery of a letter. This
customer decides that he has two choices:

1. Purchase return-receipt service from the Postal Service:

2. Not purchase return-receipt service, but instead enclose a self-
addressed, stamped post card inside the letter. The post card would
request that the recipient sign the post card, indicate on the post card
the date on which the letter was delivered, and either indicate that the
letter was delivered to the address on the mail piece or provide the
address at which the letter was delivered if that address differed from
the address on the letter. The self-addressed post card would request
that the recipient mail back the post card promptly.

a. Please confirm that a customer might be faced with these two
choices.

b. Please confirm that option (1) and option (2) would provide the
customer with the same amount and reliability of information about the

delivery of the letter. If you do not confirm, please explain your answer
fully.

c. Forthe purpose of assisting the Commission in determining the value
of return-receipt service, please explain all differences between option (1)
and option (2) that might make option (1) more valuable than option (2).

DFC/USPS-T40-1 Response:
a. Assuming the circumstances in your question, confirmed.

b. Option 2 would provide the information that is comparable in quantity
and refiability to option 1 only under certain circumstances. The
hypéthetical example provided appears to imply a cordial relationship
between sender and recipient such that the recipient has no reason to
either thhold information or provide false information to the recipient.

As many retumn receipts are used in conjunction with ongoing legal
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proceedings in which the recipient may benefit from the provision of
faulty inforrna;ion, it would not be safe to assume that the scenario
envisioned in this interrogatory is typical. In addition, in many cases
the reﬁipient might fail to fill out the post card, or fail to mail it back to
the sender. Since return receipt service makes delivery conditional
upon the recipient's signing the return‘receipt card, it is more likely that
the requested information will be provided to the sender. Finally, when

purchased in conjunction with certified mail, return receipts provide a

mailing receipt and a record of delivery.

. In option 1, the Postal Service acts as a disinterested third party in
confirming the date on which an article was received, and the address
to which it was delivered. While the relative value of objective
information depends on the relationship between the sender and the
recipient, it would be reasonable to conclude that it is non-trivial.
Furthermore, option 2 places greater demands upon the recipient for
the provision of information. Senders who place a high value upon the
time of the recipient, or who merely wish not to inconvenience the

recibient would undoubtedly value option 1 more highly. As discussed
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c. inpant b, option 1 often would provide more, and more reliable,

information to the sender, along with a record of delivery.
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DFC/USPS-T40-15. Please refer to your response to DFC/USPS-T40-1.

a. Would it be reasonable to conclude that, in a significant number of the
instances in which a sender elects to use return receipt, the relationship between
sender and recipient is something less than cordial or that the recipient may benefit
from the provision of faulty information about date of delivery? If not, please explain.

b. Atleast in those instances in which the recipient may benefit from provision
of faulty information about the existence or date of delivery, does the fact that the
Postal Service retains possession of the mail piece until the recipient signs the Form
3B11 return receipt contribute significant value to return-receipt service? If not, please
explain,

c. Atleastin those instances in which the recipient may benefit from provision
of faulty information about the existence or date of delivery, does the fact that the
Postal Service acts as a disinterested third party in confirming the date on which an
article was delivered and the address of delivery contribute significant value to return-
receipt service? If not, please explain.

d. Please confirm that the Postal Service either places the date of delivery on
the Form 3811 return receipt or, if the recipient has already placed the date of delivery
on the Form 3811, verifies the accuracy of the date of delivery. !f you confirm, does this
practice contribute significant value to return-receipt service? Please explain.

DFC/USPS-T40-15 Response:
a. This may be the case for some proportion of these transactions, but it need
not be true for all transactions.

b. While | am unaware of any attempt to quantify the value customers derive
from this aspect of return receipt service, | believe it is reasonable to
conclude that there is some value associated therewith.

¢. See the response to subpartb.

d. Confimed. See the response to part b. The Postal Service in this case acts

as a disinterested third party, thus adding value to return receipt service.
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Mr. Ca¥son also cites Postal ServicgConsumer Service Card records to

buttress his claimy, pointing out that 4689 complaints regarding retum receipts

were received in FY 1996 (DFCAT-1, p. 24). He goes on to suggest that Postal
Service records are inadgwate and that the “actual” number of complaints is
likely to be much hightr. If for the nonce, one makes the extremely generous

assumption thatthe number is Yigher by a factor of 500, this number of
complainig’would still be less than\} percent of total retum receipt volume.*
Clegdy these data belie Mr. Carison’sglaims, and thereby provide additional

upport for the Postal Service's proposal.
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C. Quality of Service

In his testimony, Carlson characterizes retum receipt service as “plagued
with problems” (see DFC-T-1, p. 17, line 19). Much of tr-ne support for this claim
consists of reports of Postal Service delivery practices for retumn receipt mail
addressed to Internal Revenue Service Centers, gathered Sy Mr. Carlson and
Mr. Popkin, which has been presented at vatious points throughout the instant

proceedings. While | will address the merits of this information, | will first

4 4,689 X 500=2.344M: FY 96 Retum receipt volume is 235.7M:
2.344/235.7<1%.
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describe, in general terms, how deliveries of this kind are handled by the Postal

Service.® i -

In some metropolitan areas where IRS centers are located, the Postal
Service employs an automated system for recording and tracking delivery
receipts and associated speclal services. Under this system, which may be
located in Postal Service facilities, but which is also operated in delached units
located on the premises of IRS service centers, Postal Service employees scan
the article numbers for every piece of return receipt mail. The delivering
employee then prints a dated manifest which lists each return receipt, by article
number. Before transferring control of the mail to the IRS, the Postal Service
obtains the recipient’s signature on the manifest, acknowledging acceptance of
each of the articles listed thereon. The handling of retum receipts is less uniform
from that point on. In some sites, Postal Service empioyees remain present
while the receipts are removed, stamped, and dated by IRS employees. In other
locations, the pieces are turned over to IRS employees who perform these tasks

without oversight by postal employees.

® This description is based on information gathered during November 1997 via
telephone from several Postal Service processing and distribution centers,
specifically Memphis, TN, Sacramento, CA, Austin, TX, and Philade!phia, PA. In
the case of the Philadelphia P&DC, my inquiry followed on an earlier inquiry in
which | had been informed by headquarters delivery operations that all receipts
were signed and detached prior to delivery. This earlier information reflected an
assumption, widely held, that regulations are implemented consistently
throughout the Postal Service, irrespective of differing operational conditions and
customer preferences. While troubling, the misinformation is due, at leastin
pan, to the prior lack of product management specifically for special services.
This lack was eliminated with the creation of a USPS headquarters office
charged solely with management of special services in FY 1997,
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Strictly speaking, these practices are not in accordance with the Postal

Service’s regulations (see DMM § D042.1.7). Mr. Carison seizgs on this fact and

es it as the linchpin of his claim that the Postal Service dg€s not provide a high

valua of service. According to Mr. Carlson, this practice j6 bad for a number of

between the day of defivery'to the Service Center, and the day on which returns
are opened and their alfached return receipts'xompleted. He concludes as a

result that some taxpayers may be subject to advexge action by the RS in the

event thal, due toAhis delay, a return is deemed late. M, Carison offers no

explicit exampjé of such an event ever happening, nor doeshe suggest how rigid
application pf DMM regulations would prevent this from happenihg. In most
cases, | Would expect that the IRS énters the date that the letter wasteceived

from e Postal Service.® Furthermore, the implication that the timelinesd.of tax

refurns is proven by the date of acceptance is at odds with statute.”

® The situation in LR-DFC-2 would be exceptional.

7 See 26 U.S.C. §7502. Tax retums are consitiered 1o be filed on time if the
envelope containing the return bears a postmark with a date prior to, or
coincident with, the applicable filing deadline,
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Well, I would assume if that

@
probably

e the number, they
ut again I didn't press
them on the po thousands, and I left it at
that.

Q And 14 be in the thousands.

o me that would seem ully high, but again I

digri't press for more details.

Q If a customer purchases a service he does not

need, does he still have a right to receive that service?
- Certainly.

-"-""—"——-—_——---\_
On page 7, lines 1B through 20, you statgd, "In

ses, I would expect that the IRS enters fhe date that

ice." On what

ersonnel at the plants
on page 6, I asked about

ese instances, employed some

were received from/the Postal Service, a the answer I got

was that they gdd, which indicates to me thak, just to use a

hypothetica), if the piece was received on AprilNi5th and

yet was ot -~ and yet, the receipt was not detachef until

the th, the IRS empleoyees who detached the receipts woygld

e been able to identify that that piece Had been received

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250.1 Street, N.W., Suite 300
Washington, D.C. 20005
(202) B42-00234
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. Sources of value

The foregoing discussion of demand for retum receipts implies nothing
specific about what features of retum receipt provide value to customers. Given
that the product is used most often with certified mail, 1 think it is fair, though
admittedly vague, to suppose that customers use retum receipts primarily to
obtain acknowledgment that an article has been delivered 1o the recipient.

In response to a written interrogatory from Mr. Carlson which contrasted &
retum receipt with a stamped self addressed postcard to be signed and
subsequently mailed by the recipient, | noted that in providi}lg retum receipt
service the Postal Service acts, through its employees, as a disinterested third
party verifying receipt of the malil piece.' | also indicated that though | could
speculate as to some of the reasons why customers might prefer retum receipts

to Mr. Carison’s hypothetical service, { did not affirn that my answer could
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encompass all of the reasons why customers might choose return receipt service
(see response to DFC/USPS-T-40-1, part ¢, Tr. 3/849-50).

Mr. Carison’s testimony, which draws heavily on anecdotal evidence and
an inaccurate interpretation of my interrogatory response, suggests that the
value of retumn receipts is best measured by the degree of conformity between
the Postal Service's regulations as specified in the Domestic Mail Manual and its
delivery practices as established in its many post offices and distribution
facilities. Citing retum receipts obtained by David B. Popkin, some of which
contained elements that appeared to be incomectly completed, Carison equates
a delivering employee's failure 1o ensure completion of paricular elements ot a
retumn receipt with dimi_nished value. | do not doubt Mr. Carlson’s implicit claim
that he is unsatisfied with the retum receipt service he has received. Nordo |
doubt that such occurrences would prove vexing to customers with service
expectations that are as exacting as those of Messrs. Popkin and Carlson, or
that such customers would elect not to use retum receipts in the event of such
disappeintments. However, Mr. Carlson is an avowed hobbyist (See response to
interrogatory USPS/DFC-T1-10, part i, Tr. 24/12835), and as such uses a
different set of criteria in evaluating the Postal Service's products than most
other customers are likely to use. The available volume data on retum receipts
strongly suggests that, insofar as such service problems would have an adverse
impact on customer use, the problems Mr. Carlson finds with retum receipt
service are either not as widespread as he believes, or, despite such

deficiencles, customers continue o view retum receipt service as valuable. Mr,

17120
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Carlson's positive contributions 10 the record in this proceeding notwithstanding,

 his dissatisfaction with retumn receipt service is not a sufficiently compelling

reason to reject the Postal Service's value of service arguments, given the
demand evidence presented in support thereof.

Mr. Carison also cites Posta! Service Consumer Service Card records to
buttress his claims, pointing out that 4,689 complaiﬁts regarding retum teceipts
were received in FY 1996 (DFC-T-1, p. 24). He goes on to suggest that Postal
Service records are inaccurate and that the "actual” number of complaints is
likely to be much higher. If, for the nonce, one makes the extremely generous
assumption lthat the number is higher by a factor of 500, this number of
complaints would still be less than 1 percent of total retum receipt volume.*

Clearly these data belie Mr. Carlson’s claims, and thereby provide additional

support for the Postal Service's proposal.

lity of Service

, Carlson characterizes retum r service as “plagued

proceedings. While | will address the merits of this information, 1 will first

* 4,689 X 500=2.344M: FY 96 Return receipt volume is 235.7M:
2.344/235.7<1%.
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i e
uglas F. Carlson, Trial Brief pp. 8-9). \

Mr. Carlson asserts that, due to the large volume of receipts that are
received at the IRS Service Center in Fresho, C{\, several days may elapse
between the day of delivery to the Service Center, and the day on which retums
are opened and their attached retumn receipts completed. He concludes as a
result that some taxpayers may be subject to adverse action by the IRS in the
event that, due to this delay, a retum is deemed late. Mr. Carlson offers no
explicit example of such an event ever happening, nor does he suggest how rigid
application of DMM regulations would prevent this from happening. In most
cases, | would expect that the IRS énters the date that the letter was received
from the Postal Service.® Furthermore, the implication that the timeliness of tax

retumns is proven by the date of acceptance is at odds with statute.”

§ The situation in LR-DFC-2 would be exceptional.

7 See 26 U.S.C. §7502. Tax returns are considered to be filed on time if the
envelope containing the returm bears a postmark with a date prior to, or
coincident with, the applicable filing deadline.
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Mr. Carlson's second claim, that by providing a service that is not in strict
accordance with DMM regulations the Postal Service is defrauding the public is,
imespective of its factual basis, hyperbolic and arguably inflammatory. Itis
doubtful that many users of retun receipt service consult the DMM to ascertain
the exact conditions under which return receipts will be deli\fered to the recipient.
| would further assert that most customers are indifferent as to whether a Postal
Service employee or an IRS employee puls the date on the retum receipt. Some
may in fact consider that completion of the form by IRS employees to be better
evidence of the date of receipt by the agency.

The proposition that the Postal Service is passing IRS costs on to
customers is completely unsupported by any factual data, and indeed is utterly
implausible in that it would require that the IRS bill the Postal Service for the
work performed by its employees. It is my undgrstanding that the cost study
used to develop return receipt costs is based on a data collection that included
instances when retum receipts are delivered to large organizations, using
procedures similar to these described above.

In faimess to Mr. Carlson, nowhere does he explicitly claim that strict
adherence to DMM regulations would improve retum receipt service for
customers sending items to the IRS. But by implying that customers are not
getting what they pay for, he has implicitly advanced this position. Ignoring the
processing bottienecks that would be created at fiting deadlines, Mr. Carlson
suggests that customers would be better served if the Postal Service required

that IRS agents review each of the thousands of pieces that may arrive in a
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given day individdally before the Postal Service transfers control over them.
Considering the volumes that are involved, the Postal Service's current practice,
which requires that a dated manifest be signed prior to delivery, is a reasonable,
cost effective accommodation for a unique set of circumstances. Nevertheless
will agree with Mr. Carlson that regulations ought to provide an accurate
escription of the temms and conditions under which services are provided;
theNpstant case, however, the appropriate remedy would not be to req jfe rigid
adherelge to the existing regulations, but to amend the regulationsAo reflect the
exception that may obtain when receipts are delivered to IRS sérvice centers.

D. Service Enhancement

In support of its fee proposal for retum receipts, the Postal Service
indicated that it will ba\making a minor modificatigh to its retum réceipt forms to
contain a check off box that wéuld indicate thaf the customer's address is the
same as the address on theNront of the epvelope (USPS-T-40, p. 11). First
suggested by David B. Popkin {QocketNo. MC96-3, Initia! Brief of David B.

Popkin, p. 7} and later endorsed by\Mr. Carlson (Docket No. MC96-3, Initial Brief

of Douglas F. Carison, p. and by the Commission {see Docket No. MC96-3,

nnot base a fee increase on the added value of the addresg information”. In

its Recommended Decision in Docket No. MC96-3, however, the Commission

A
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ore appropriate way to proceed, but thank you for th

2 info tion, Ms. Dreifuss.

3 rlson, Mr. Plunkett, Mr. in, we are all
4 ready. Let's fire a

5 Whereupon,

6

7 the witness cn the

8 been previou

9 testifj as follows:
10 CONTINUED CROSS EXAMINATION

BY MR. CARLSON:

12 Q On page 3 of your testimony, rebuttal testimony,
13 at lines 12 through 15 you stated in part, "I think it is

14 fair though admittedly vague to suppose that customers who
15 use return receipts primarily to obtain acknowledgement that
16 an article has been delivered to the recipient®" -- the

17 clause that I read doesn't really make sense standing by

18 itself, but if you refer to those lines, could you give me
19 an example of someone who uses return receipts for reasons
20 other than to obtain acknowledgement that an article has

21 been delivered to the recipient?

22 A I guess what I was referring to was not so much

23 that reason as opposed to a different reason but that reason
24 as opposed to the additional features that are included on
25 the return receipt, just to suggest that most customers,

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250 I Street, N.W., Suite 300
Washington, D.C. 20005
(202) B42-0D034
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though admittedly not all, are not that concerned with for
example the printed name block.

I mean to some I'm sure that's an important
feature but to most they are presumably willing to accept
that if there is no name in that block then the name of the
addressee is the one that would have appeared and if that
block were to be found empty, those customers would not be
particularly upset in finding it so, given that they did
receive what the really wanted, which was an acknowledgement
that an article had been delivered to the recipient.

o How do you know that most customers don't care
about the print name block?

A Well, that -- I mean that and many other things
are inferences that I have drawn from the demand evidence
that we presented in this proceeding.

My belief is that if such were an extremely
important congsideration to many of the users and if, as has
been suggested, that that is not commonly provided then we
would héve many customers just not using the service
anymore, but on the contrary the use of the service has
grown dramatically over the years at a much higher rate than
most Postal Service producté.

o How do you know that the growth in volume is not
attributable to other reasons and that the volume would have

grown even more if people were happy with the print name

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250 I Street, N.W., Suite 300
Washington, D.C. 20005
(202) B42-0034
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block?

A I guess without knowing to what reasons you are
referring, it's difficult for me to answer that question.

Q Let's say there were a law passed requiring
certain types of notices to be served by return receipt and
that law were passed at the same time that the volume
started to grow, so that would be a reason for the velume to
increase.

Is it possible the volume would have increased
even more if customers had been happier with the print name
block?

A I am not aware of any specific events such as that
taking place.

One thing I would point out is that I mean there
are certain events taking place that would tend to make one
think that the volume of return receipts are to be
declining.

For example, as has been presented throughout this
docket, one of the common uses of return receipts is for
the -- for customers sending articles to the Internal
Revenue Service, and it's been presented and I have no
reason to doubt that that accounts for millions of return
receipts in a given year.

Well, in the past several years the IRS has made-

great efforts toward increasing the volume of returns that

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250 I Street, N.W., Suite 300
Washington, D.C. 20005
(202) 842-0034
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are filed electronically, which overall would tend to reduce
the number of pieces going through the Postal Service and
therefore reduce the nutber of return receipts, so just as
there may be events that take place that would cause volume
to increase, there are known events that are taking place
that would cause volume to decline in the absence of other
consideration.

Q But you don't know, you have no specific evidence
singling out the print name block as a reason for either an
increase or a decrease in the volume of return receipts?

A Nothing qguantifiable, no.

o] 8o it's definitely true -- it would be not vague
but clear to assume that most if not all customers who use
return receipt are using it at least to obtain
acknowledgement that an article was delivered?

A That's what I believe is contained in my
testimony, yes.

o] Well, I'm asking for clarification.

A I don't understand what's unclear. I mean, I
think that is what is said, is that customers are using it
mainly to obtain acknowledgement that an article's been
delivered to the recipient.

Q Okay. And furthermore, it would be surprising if
there were a customer who were using return-receipt service

not to -- because he didn't care about obtaining

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250 I Street, N.W., Suite 300
Washington, D.C, 20005
{202) B42-0034
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acknowledgement that the article was delivered.

A Correct.

Q Okay. Okay. Do you believe that the date of
receipt on a return receipt contributes to the value of the
service?

y-\ I mean, I would count that -- I mean, I would
describe that in the way that I've described some of the
other features. I would assume that to some customers the
date of receipt is a consideration that they consider
important, but on other hand I'd say that it's far from
clear that it matters to most senders of return receipts.

0 Although you don't know that it doesn't matter to
most .

A Again, there's been no study to attempt to
guantify the extent to which customérs value a specific
element of return-receipt service.

Q And would it be safe to say that the value of
return receipt derives from the various elements of the
gervice such as the print name block, the date of receipt,
the fact that it tells a person that the article was
delivered, rather than from the fact that those elements
happen to be listed in the Domestic Mail Manual?

A Well, I mean, the value of any service is a
combination of things. I mean, those are all elements. I

would say the main thing that customers appear to want from

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250 I Street, N.W., Suite 300
Washington, D.C. 20005
(202) B42-0034
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reéturn-receipt service is, as I've said, acknowledgement
that an article's been delivered to the intended recipient.

Now there are other factors that have nothing to
do with the return receipt itself, for example, the fact
that it is used with First Class mail, that it is relatively
convenient compared with some other alternatives. These
things contribute to the value that customers seem to derive
from using return-receipt service.

] and you can't tell me today by citing any evidence
that 90 percent of customers don't care or that -- let me
state this another way. Suppeose I said that 90 percent of
customers want a correct date of receipt on their return
receipt. You don't have any specific evidence to tell me
today that that's not true.

A No, I do not.

o] And the fact that the customers might want to know
the date of receipt is derived from the fact that they want
to know the date of the receipt, not the fact that the
Domestic Mail Manual says that a return receipt shall
provide the date of receipt.

A Well, as I've said in my testimony, I don't think
that most customers in the first case are even aware of the
DMM requirements that obtain in the case of return-receipt
service, and I think it's fair to say that most customers

are completely indifferent as to what the DMM says.

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1250 1 Street, N.W., Suite 300
Washington, D.C. 20005
(202) 842-0034
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I mean, when they purchase a service from us, and
in this case we'll use return receipt as an example, they
have some specific expectations about what that will provide
which in my opinion have almost nothing whatscever to do
with what's in the Domestic Mail Manual.

Q So if it turned out to be true that 50 percent of
customers wanted a correct date of receipt on the return
receipt, it would be because they want that date of receipt,
not because the DMM says that it should be provided.

A I would say that's probably true.

Q And similarly if customers -- if 90 percent of
customers some survey showed wanted some sort of legible
signature or an illegible signature plus a print name block,
they'll then -- that that's because they want those items,
not because the Domestic Mail Manual says there should be a
name printed.

A I'll agree with the supposition, but I'd also want
to point out that I think that in both cases the 20-percent
number that you've used is highly implausible. I think it's
likely to be a far smaller number than that in both cases.

Q But again you have no specific evidence on -- to

say one way or another.

A Correct. There's no quantified evidence
available.
Q The print name block does add value to the service
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for at least some customers.
A Presumably, but again, I mean, there's been no
attempt to my knowledge to gquantify that.
Q Didn't the Postal Service state in either this

proceeding or MC96-3 that the print name box has contributed
to enhancing or adding value to the service?

A Yes.

Q And similarly the fact as you noted in your
interrogatory response that the Postal Service acts as a
disinterested third party in cbtaining a signature and
correct date of delivery. That role that the Postal Service
plays does contribute some value to the service for at least
some customers.

A Presumably in some cases; yes.

Q So for those customers if the Postal Service
didn't in fact act as a disinterested third party, the
service would be less valuable to those customers than if
the Postal Service did act in that role.

A And again, assuming those limitations, I'd say

that's a fair statement.

Q In your rebuttal testimony. page 4, lines 12
through 16 -- .

A Yes,

Q -- why does the fact that Mr. Popkin and I want

the print name box to be filled in cause our standards to
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be, in your words, "exacting" -- why is it not
understandable or normal that we would expect the print name
box to be filled in since it is sitting right there on the
greén card?

A I would like to clarify a little bit my use of the
word "exacting™ in this context and I used it in a relative
sense and if I could read verbatim what the testimony says,
I thi